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OPERATING A WATER WORKS PLANT UNDER STATE 

SUPERVISION! 

By C. M, Roos* 

After eight years of state regulation of public utilities in Illinois, 
there is much discussion of whether or not the law providing for such 
regulation should remain as it is, or be repealed entirely and we should 
go back to so-called "Home Rule," or the law should be revised in 
some manner to correct certain alleged faults. Discussion of utility 
regulation by those who advocate Home Rule has brought forth 
expressions from various interests and classes throughout the entire 
state, which appear to be largely in the majority, favoring a continu- 
ation of state regulation as opposed to home rule. 

Few questions in Illinois at present are attracting as much atten- 
tion from commercial organizations, business men, bankers, profes- 
ional men, municipal authorities and labor organizations as this. 
In all of this discussion little has' been said publicly by the utilities 
themselves. It is obvious why there should be hesitation on the 
part of the utilities in going on record in a discussion of this character, 
because past history proves that there is a tendency on the part of 
the public to look upon statements by public utilities with a certain 
suspicion, and to refuse to accept same in the good faith which should 
exist if cooperation and best results for all interests concerned are to 
be obtained. 

But have we not reached the time when common sense, good busi- 
ness for all concerned and the best interests of the general public 
demand that the experience, opinions and advice of public utilities 
be heard in the discussion of this and other similar utility questions 
which vitally effect the public? Certainly no other interests are 
better qualified to participate in the discussion of public utility prob- 

I Read before the Illinois Section, March 23, 1921. Discussion on this 
paper and on that by Mr. Shaw, printed in this issue of the Journai., was 
combined. Further discussions are desired and should be sent to the 
Editor. 

'Secretary, Cairo Water Company, Cairo, 111. 
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lems than the public utilities themselves. The woeful lack of intel- 
ligent understanding on the part of the general public of some of the 
vexing utility problems of today is largely because the utilities have 
hesitated to discuss these problems frankly and openly and to take 
the people into their confidence. 

This entire situation is largely due to the attitude which the utili- 
ties have taken toward the general public. Utilities have not talked to 
the people as freely as they should. The utility business is the most 
vital business in any community, having a more direct bearing on the 
community welfare, progress and convenience than any other 
class of industry. There are few classes of business more dignified 
and contributing more to the comfort and welfare of man and which 
are today operated in better faith than the public utilities. Utilities 
have much to talk to the people about, many interesting and vital 
things about the business to explain, and the sooner the general public 
knows the real facts about the utility business, coming frankly and 
in good faith from the utilities themselves, the easier will it be to 
wisely and successfully solve some of the problems with which the 
utilities struggle today. 

If the public really knew conditions as they exist today in the 
public utility business there would be little difficulty in solving our 
utility problems, the utilities would be in a position to do financing 
to better advantage, confidence in utility securities would not be 
shaken and utilities would be in a position to make needed improve- 
ments and extensions, all of which would be directly to the advantage 
and interest of the consumers and would contribute directly to com- 
munity development and the reestablishment of general business 
confidence. 

Public utility educational campaigns are needed and the burden of 
conducting them rests upon the shoulders of the utilities. Is it not 
true in practically every community that the public criticises and 
openly attacks its public utilities more freely than any other class of 
industry within the community, and yet only a very small percentage 
of the citizens of a city will ever take the time and enough direct 
interest in their utilities to even visit the plants, see how the work is 
done or talk with the managers and learn at first hand some of the 
things they should know about this most vital part of their commun- 
ity life and existance? 

A recent personal experience in talking with a prominent business 
man who has the direct management of a large industry, illustrates 
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how grossly is the position, in which the utiHties have been thrust 
during recent years, misunderstood by men whose intelligence would 
not permit such an attitude if they knew the inside of the utility 
business. In commenting on a recent increase in rates for water, 
after hearing the explanation that the last year's business resulted in 
an operating loss of about $12,000, the business man said: "Your 
company's investment in this city represents approximately 
$500,000 and my judgment is that it could not be duplicated for 
anything like such an amount. You show an operating loss of 
$12,000 for one year on a half-million dollar investment. I know of 
a business in this city with an investment of $100,000 which showed 
an operating loss last year of more than $12,000. Why should you 
find fault with such a small loss with such a large investment as you 
have, as you should be better able to stand it than the $100,000 busi- 
ness?" Such comment to the utility man is really amusing, but it 
must be regarded seriously, as the man who said it was serious about 
it and he represents an intelligent class in the community. This 
man does not stop to think that the $100,000 business to whichthe 
referred earned profits of several times its capitalization during the 
fat years of and following the war, and now has a reserve in actual 
cash sufficient to withstand the strain of many years of loss at the 
rate of $12,000 per year. In contrast with this condition, the utility 
business with five times the investment not only failed to show a 
return on the basis of its large investment, but in most cities showed 
a loss during most of the period of high commodity prices, and now is 
not only without a cash reserve, but has its credit impaired and an 
extremely low market for its securities. 
The public utility educational program should include, 

1. Interesting members of commercial organizations, city councils, 
women's clubs and civic and labor organizations in making careful 
inspections of the utility plants. These visits should be made in 
groups and instructors at the plants should explain details of opera- 
tion, maintenance, expenses, etc. 

2. When at all practicable, local citizens should invest financially 
in their local utilities. The people themselves can do much to make 
their utility investments the safest and most desirable to be found, 
and as a result they will not only profit financially directly from their 
investment, but indirectly in service rendered by the utilities and 
in the ability of the utilities to keep pace or set the pace for commun- 
ity development and expansion. 
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3. Local boards of education should be led to see the importance 
and necessity of having pupils of all grades in the public schools 
study their local utilities. In most cities the utilities could provide 
lectures periodically to the school children, and also to the school 
instructors who in turn could teach the subject in connection with 
with their regular class studies. 

4. Newspaper advertising in the form of heart to heart talks with 
the people. Enclosure slips in local mail telling the consumers about 
their utilities. 

5. It should be known in the community that questions and com- 
plaints or criticism about service, etc., are solicited by the utilities 
instead of discouraged, so that consxmiers will not hesitate to go 
direct to the utilities about any matter in connection with their busi- 
ness in the community. 

Education of the public should be along three distinct lines, viz.: 

1. The people should take a real and direct interest (financial if 
possible) in local utilities, familiarizing themselves with the business 
to the extent possible. 

2. To select capable, well qualified men to represent them in their 
government, local and otherwise, regardless of political affiliation 
and to trust to the judgment of experts in deciding questions of a 
technical or professional character. 

3. To be less hasty in openly criticising constituted authority unless 
or until the basis for criticism is well and intelligently established. 
Unless the attitude of our American people toward constituted au- 
thority changes it will soon be diflScult to persuade highly qualified 
men to serve in public office. Lack of confidence in constituted au- 
thority destroys the very basis of sound government and the results 
are evident on every hand. 

We are living in an age when the people demand control and rule 
as never before. It appears to be the popular movement among 
thousands in all nations. The rights of the people must be defended 
and preserved, as this is a country of and for the people and no one 
has any authority whatever, civil or otherwise, to deprive any citizen, 
who respects the laws established by the majority, of his rights as 
a citizen. But rule or control or regulation by the people does not 
mean that safety, economy and efficiency in all channels of civic and 
industrial activities can be secured by direct supervision or regula- 
tion by the masses, who cannot be expected to be qualified to pass 
wisely on all phases of community life and industry. Thus the 
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judgment of a doctor of medicine would scarcely be expected to be 
good in deciding a technical question in connection with the regu- 
lation of a water works. The same can be said of many other classes 
of citizens without in any sense reflecting upon their intelUgence. 

Rule by the people, in proper, common-sense form, means that 
they select or provide those whose business it shaU be to represent 
the people impartially in the various positions or offices, and who shall 
be considered as properly constituted authority in their respective 
positions. It is presupposed that such constituted authority shall 
either be well qualified to pass intelligently on the questions in their 
line, or who will proceed to qualify for the work by familiarizing 
themselves thoroughly with it. 

The water works business is unique in many respects as compared 
with private industries. It is by nature a monoply in its community 
which it serves. It is to the interest of both the consumer and the 
operator that it be a monopoly. Duplication of investments in 
public water supply in any city invariably results in the necessity 
of finally consolidating the systems, thus throwing upon the consum- 
ers the burden of supporting a larger investment than would other- 
wise be necessary. 

A water works is unique in that the investment in it is, or should 
always be, of a permanent character. The very nature of the busi- 
ness requires this. Our limited franchises (a relic of Illinois home 
rule) prevent economical financing of permanent investments in water 
works and also prevent private utiUty corporations from installing 
in communities as high type equipment as otherwise could be pro- 
vided. Attempts by local conmiimities to fasten upon water works 
utilities iron clad contracts in the form of franchises, and at the same 
time demand inomense investments in equipment, the protection of 
which depends directly upon bargaining again at the expiration of 
the franchise with local authorities who, though otherwise intelligent 
men, may have no technical knowledge of water works and cannot be 
expected to have, cannot but result in working havoc at no distant 
date the truth of which will certainly soon dawn upon many of our 
Illinois cities, much to their sorrow. 

A water works plant is unique in that it is expected to operate 
continuously whether costs of supplies are high or low, regardless of 
labor troubles or transportation difficulties, whether the business 
is profitable or not, whether the company's credit is good or bad, 
and when repairs are difficult and expensive to make on account of 
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inability to cease operations for a period. In addition to all of this, 
the plant is supposed to be operated on the basis of a bare legal inter- 
est rate of return on its investment as its maximum return, with no 
guarantee against losses. No profit is supposed to be figured in 
water works business. An interest rate of return on an investment 
in an industry cannot be considered as profit. To insure holding the 
return to utilities at the rock bottom or below, the public stands by 
dictating the rates to be charged for service. 

Now in contrast with a water works plant, note that a private indus- 
try has the sky as its limit for profit and when business is bad it 
closes its doors and lays off its employees, thus cutting down expen- 
ses. It ceases operations at will to make repairs at ease and econom- 
ically. Its machinery and equipment usually operate only about 
8 or 9 hours per day and 6 days per week, which gives the mechanical 
department ample opportunity to do emergency work to good advant- 
age. It markets its securities to much better advantage than a 
water company possibly can. It has an unlimited field for devel- 
opment. Finally, it is its own boss in the sense that it has no public 
regulation of its rates or prices for its product. 

These stat«ments as to conditions under which a water works 
utility must operate as compared with a private industry are true 
in a sense whether it is under state regulation or home rule. In 
both cases it is public regulation by the people. The question under 
discussion by so many in our state is which method of regulation is 
to the best interests of all concerned. 

The public utility business by nature should be, and must expect 
to be, subject to public regulation. The only real fault or complaint 
along this line which utilities should file is that it is discriminatory 
and grossly unjust that the public should "regulate" utilities, which 
means keeping profits down to rock bottom and far below in many 
instances, and at the same time not "regulate" the control of the 
state's natural resources and necessary conmiodities upon which 
utilities must depend to operate their plants. 

Public control of utilities and failure to control the business which 
furnishes utilities with necessary operating supplies has resulted 
during the last few years in the utilities' already deflated purse becom- 
ing leaner and leaner, with its contents filling the purse of private 
industry in enormous profits. The State Public Utilities Commis- 
sion is not at fault in this. The fault lies in the provision by our 
government for regulation of one class of business while another class 
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is earning large profits from money from the first class, all immolested, 
because no authority has been provided to regulate certain private 
industries. 

This discussion is not presented for the purpose of registering an 
objection on the part of a public utility against public control of its 
business. Its object, in part, is to state that both home rule and 
state regulation of utilities are control by the people, of which control 
so many are jealous. Its object, further, is to call attention to the 
fact that the general public does not realize that the public utilities 
have suffered enormously in depleted earnings and heavy losses dur- 
ing the last few years, when other industries were growing fat, and 
that the small increases in rates authorized from time to time recently 
by the State Public Utilities Commission were absolutely necessary 
in practically every case to barely keep the utilities alive. 

The people of our state do not appear to remember that from 
January 1, 1913, to January 1, 1917, the State Public Utihties Ck)m- 
mission lowered rates for utility service throughout the state to the 
extent that over $5,000,000 were saved to the consumers during that 
period. 

The general public apparently does not realize the tremendous 
significance of the fact that during the last few years the increase 
in the cost of money to the public utilities has been three timies that 
to manufacturing industries, and that the only way capital can be 
secured for our utilities is in the open market in competition with 
these other more attractive securities. 

Our people fail to realize the significance of the fact that in the 
United States today the investment in public utilities, exclusive of 
railroads, amounts to approximately $15,000,000,000, of which about 
$1,250,000,000 is in Illinois, and that this immense investment has not 
been made by a favored few, but by the people themselves who hold 
utility securities. In Chicago alone, $565,000,000 is invested in 
utility companies, being more than twice as large as Chicago's invest- 
ment in its own operations. These figures represent book value. 
Reproduction of our utUities as of today would show a much larger in- 
vestment than is indicated by the figures here submitted. 

The general public does not realize that it is benefited directly and 
otherwise more by the capital invested in its public utilities than in any 
other enterprise within its borders, yet the tendency on the part of 
the public generally is to abuse or fail to appreciate capital invested 
in its utilities more than in any other industry. 
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Those who are opposing state regulation do not know the great 
value and importance of having uniform systems of accounting, well 
established standards for service, equipment, etc., for all the utilities 
in force throughout the state, all of which have been brought about 
by state regulation and which cannot be provided or maintained 
otherwise. 

The general pubUc is woefully ignorant, indifferent or forgetful of 
all of this largely because utilities have failed to frankly talk to the 
people as they should. 

While the public utilities as a class have hesitated to go on record 
in expressing an opinion about state regulation, yet it is a fact that 
many utilities have chafed under the apparent delays in securing 
absolutely necessary relief through the State Utilities Commission, 
and when relief would finally come, it would often be inadequate to 
provide for increases in operating costs subsequent to the time when 
applications for increased rates were filed. 

Utilities must realize the fact that the State Conamission has been 
dealing with a public sentiment invariably strongly prejudiced against 
pubhc utilities, which made it difficult for the people to understand 
the absolute necessity and justice of increased rates for service. The 
Commission as representative of the people has the people to listen 
to as well as the utilities. Few communities realize as utihties do 
that they owe the State Public Utilities Commission a real debt of 
gratitude for having tided the utility business of the state over the 
most dangerous and difficult period in history, when commodity 
prices soared from 100 to 300 per cent above normal, and at the same 
time holding rates for utility service down to a very small fraction of 
this increase in general commodity costs. 

Though the utilities have suffered greatly during this difficult 
period, it is a remarkable fact that the state regulatory body has 
handled the situation without a single case of a utility ceasing to 
function. 

Rates for service seems to be the point around which practically all 
critcism of state regulation on the part of the general public centers. 
Illinois has no reason to complain about its utility rates for service, 
particularly about water rates. The average highest rate for water 
in Illinois is 0.304 cent and the average best commercial rate is 0.13 
cent per thousand gallons, as of January 1, 1921, which is considerably 
lower than the average rates in other states. 
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The rate question is secondary as compared with another most 
serious feature of the utility situation in Illinois, that of shaken con- 
fidence in utiUty securities in the state, largely due to the fact that 
Illinois continues to make its public utilities the subject of political 
agitation. Low rates for service, resulting in very small returns on 
utility investments, are the cause in part for the depression in the 
utility securities market, but not so much so as lack of confidence in 
the stability of the investment. 

Confidence in utility investment must be restored. The interests 
of the public will best be served by having it so, regardless of the 
direct effect it may have on the utilities themselves. 

Regardless of the attitude of the public toward state regulation, 
anything less than state regulation of utiUties will mark the complete 
collapse of the market for utilities securities and thus destroy the very 
foundation and framework of the entire economic structure. 

DISCUSSION 

Chairman F. C. Amsbary: Some time ago, it became apparent 
that something must be done to inform the public in the territory 
supplied by the Champaign & Urbana Water Company about the 
difficulties arising in the operation of a water plant. About two 
dozen articles, each 20 to 30 inches long, were prepared and these are 
now running once a week in the newspapers. The first article inti- 
mated that the company desired to have the public know more 
about its business, that it wished for the good will of the public, and 
that it believed this good will could be gained by showing how much 
money was received and from what sources, how much money was 
spent and for what purposes, and what were the operating problems 
and the mechanical and financial difficulties. About six articles along 
these lines have already been printed. Much of the inspiration for 
and material in these articles came from Mr. Gwinn's publicity at 
Terre Haute. 

Another important kind of publicity is encouraging the public to 
visit plants. Several years ago, the pubhc officials and journalists 
of the two cities supplied by the Champaign & Urbana Water Com- 
pany were invited to visit its plant. There were 28 of these guests 
and only eight of them had ever visited the plant before. The visit 
did the company much good, for those who took part in it realized 
something of the magnitude of the business and the wide range of 
problems it presents. 
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The ignorance of the public on public utility regulation was typified 
by a recent remark made by an acquaintance, a good, intelligent citi- 
zen. He claimed that the local street railway company should pay 
the city $50,000 for the privilege of operating cars on its streets. He 
argued that some of the stockholders of the company were wealthy 
men and could easily afford to make such a contribution to the public: 
funds. It was not easy to convince him that such a charge against 
the company would not be met from the pockets of the rich stock- 
holders but would be considered by the Public Utility Commission 
as one of the expenses of the company, to be met by an increase in the 
rate of fare. 

H. E. Keelek: It is possible that Mr. Shaw did not make quite 
clear what the United States Supreme Court decided in the Rogers 
Park case. It is true that the court ruled that any city council in 
Illinois had the right to disregard a contract rate expressed in a fran- 
chise, but court also ruled that the city council had no right to enforce 
by ordinance any rates different from those expressed in the franchise 
which would not yield a reasonable return on the investment actually 
made in the property. The court made it very plain that a city coun- 
cil had no right to enact rates which did not provide an adequate re- 
turn. In the Rogers Park case, the city council of Chicago under- 
took to change by ordinance the rates charged by the Rogers Park 
Water Company, which had voluntarily reduced its rates to just 
one-half of those stated in the franchise. The courts held, in sub- 
stance, that the rates charged were reasonable, and the only way to 
give the citizens lower rates was for the city to purchase the com- 
pany's plant, as provided for in the franchise, which course was fol- 
lowed by the city council. 

Dow R. Gwinn: Some years ago, the city of Quincy, 111., paid the 
local water company $200 a hydrant, a price fixed by contract. The 
pity finally refused to pay this rental for three years, when the arrears 
amounted to $48,000, and the company brought suit for the money. 
The Illinois Supreme Court ruled that as the city was in debt beyond 
the constitutional limit at the date it made the contract, the latter 
was illegal. 

Formerly water companies were inclined to take care of their busi- 
ness to suit themselves, without much regard to public opinion. 
That day has gone by; it will never come back again. In Terre 
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Haute, the water company likes to get all the good publicity possible. 
It has invited the medical society to its plant and explained the 
method of purifying the water. It was worth a good deal to the com- 
pany because there are persons who believe more thoroughly in their 
physicians than they do in their ministers. Then the Manufac- 
turers' Club and the Rotary Club were similarly invited to become 
familiar with the plant, which has a very nice park where guests can 
be entertained easily and enjoyably. 

The Terre Haute Water Works Company has also run a series of 
"water talks" in the newspapers. This was started to overcome 
opposition to water meters, and was successful in that respect. These 
advertisements have been used ever since when the company had 
something to say about its business. The largest advertisement was 
a double-page spread in one issue of a daily, but when it was used 
newspaper space did not cost as much as it does now. Advertising 
is expensive but well worth all it costs because it enables a company to 
state its case to the public in a better way than is afforded by any 
other means. The sentiment it creates toward the company is 
favorable. Recently the Terre Haute Company had a case involving 
an increase of rates before the State Utilities Commission. The 
Terre Haute Chamber of Commerce represented at the hearing that 
the increase met with local approval, for the city could not prosper 
unless its utilities prospered. The delegates of the Chamber of Com- 
merce pointed out that as the city grew extensions of the water mains 
must be made, and these could only be made if the company was pros- 
perous. The hearing was held December 29 and on December 31 
the Commission gave the company all it had asked. This was very 
largely the result of publicity. 

R. B. Wallace: The only trouble with papers like that by Mr. 
Roos is that they appear about twenty years too late. The City 
of Council Bluffs would probably never have taken over the water 
plant, for example, if the company that owned it had come out pub- 
licly and told about it. Municipal ownership of the plant does not 
lessen the importance of publicity, however. There has been no 
change in the rates in Council Bluffs for ten years. The city has 
been growing rapidly and large industries have located there. It 
became necessary to extend mains to distant parts of the city, double 
the reservoir capacity and make other improvements. The City 
Council and Mayor agreed to ask the voters to approve a $300,000 
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bond issue for these purposes at the November election. It was a 
bad time to ask for money and probably few of the men who con- 
sented to the proposition thought the bond issue would be carried. 
So the Water Board decided to carry on a publicity campaign. On 
a map of the city, there was shown in one color all the mains laid by 
the company and in another color the mains to be laid by the city. 
This map was sent to everybody in the city with a letter explaining 
what was to be done with the money. There was considerable oppo- 
sition, but the newspapers supported the bond issue without being 
paid to do so, the project was advocated in talks before influential 
local associations, and as a result of this publicity the vote was 8400 
to 1200 in favor of the bonds. 

The trouble with most pubHcity is that it is high above the heads of 
persons it aims to influence. This is particularly true of technical 
publicity. There was an article printed recently by one of the large 
manufacturers of electrical apparatus. It was intended to influence 
water commissioners and such men, but it was so technical that its 
only interest was that shown in a conundrum; here are the words, 
what do they mean? 

It may be of interest to add that the first $100,000 of the 5? per 
cent Council Bluffs water bonds were sold a few days ago at par, 
accrued interest and a premium. 

J. Chbis. Jensen : The position of public utilities toward the public 
has been much like that of the man who went without buying an 
umbrella during several months of fine weather and then needed one 
very badly when it rained. For many years running a public utility 
was an easy matter. It was not difficult to do business with the 
average city council and to obtain whatever franchises and contracts 
were needed. When the average public utility obtained its con- 
tract, it set a big sign, "Positively no admittance," on the entrance 
to its plant. There are some of them still in existence but there is 
no good reason for them. When the Council Bluffs plant was taken 
over by the city, there was such a sign on its front door. There were 
also conditions behind the sign that the water commission desired to 
better before inviting the public to visit the plant. Within a year 
everything was in good condition and the public was invited to in- 
spect the plant. The water commission began its publicity then. 
High school pupils are taken to the plant and its operation explained 
by the officers and commissioners. The Rotary Club, the Commer- 
cial Club, and other organizations are invited to make similar visits. 
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Public utilities generally should get behind this publicity movement 
and not leave the work to those companies which need an increase in 
rates. PubUc support will be desired by every utiUty sooner or later 
and it is well to win it before it is urgently needed. 

Dabnet H. Mauby: The intimation by one speaker that col- 
lusion between utilities and city councils was formerly customary is 
hardly justified. The men on the inside of the water works counter 
average as honest as those who come to pay their bills. During an 
intimate connection of 19 years with the management of a water com- 
pany, there was not even a rumor of bribery in connection with its 
operations. While there may have been cases here and there of pay-* 
ments for votes for franchises, it is probable that in most cases the de- 
mand for a bribe was made by some corrupt city official. It is also 
probable that their demands have been refused far more often than 
they were paid. 

It is true that utilities have been tardy in taking the public into 
their confidence. There is nothing they can do which will result in 
more benefit to the public and to themselves than to lay all their 
cards on the table. Mr. Gwinn is an excellent example of an en- 
lightened utility manager who is now reaping the reward of his intel- 
ligent publicity. Nevertheless, it is doubtful if his plant has earned 
up to date what would be considered a fair rate for an industrial 
enterprise. Will somebody name a water company which has earned 
within the last fifteen or twenty years what can be considered more 
than a reasonable profit for even a few years? There is none in 
Illinois earning even a half-way fair profit for an ordinary business. 
Water works properties have not had fair rates in the last fifteen or 
twenty years. Bonds of water works companies cannot be sold 
today, although years ago they were considered choice investments. 
Part of this changed attitude of the public has been due to the arro- 
gant and secretive attitude of some water companies and part has 
been due to the widespread agitation for municipal ownership. It 
is these things the utiUties must counteract by publicity such as Mr. 
Gwinn employs. 

It is difficult to understand how any man, not influenced by politi- 
cal aspirations or business connections, can deny that a public utility 
conmiission is a good thing. It puts the control of rates in the hands 
of men not directly interested in them. While heavy political pres- 
sure and vociferous public clamor may affect the decisions of a com- 
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mission to some extent, nevertheless the regulation they give is 
infinitely better than regulation by the municipality itself. One 
of the great defects of the Illinois law is that it does not place munici- 
palities under the Commission. Municipally owned utilities need 
impartial regulation just as much as privately owned utilities, so that 
reasonable standards of service and proper systems of accounting 
shall be compulsory. Another defect of the Illinois law is that it 
prohibits indeterminate franchises. The stability of the investment 
in a public utility is of prime importance. Under any system of 
regulation the rates to be charged are a function of the cost of the 
service, and as the rate at which money can be borrowed is a leading 
factor in the cost of the service, anything which conduces to con- 
fidence on the part of the public in the permanence of the investment, 
such as the granting of an indeterminate franchise, reduces the rate 
at which money can be obtained, makes it easier for the company 
to improve its plant, and lessens the cost of the service rendered the 
consumer. 

J. N. Matthews: There have been discussions here about hydro- 
gen ions, franchise rights, and stories have been told, but no one yet 
has quoted a passage of scripture. So attention is called to this 
statement in the bible : " By their fruits shall ye know them. " That 
was stated long before the water utility was developed, but it is 
applicable in our age, One may know nothing about the chemical 
composition of the sap of a tree or the wood or the bark or the under- 
lying creative principle by which the fruit and blossoms and leaves 
are moulded, but when the fruit is finally developed he has no trouble 
in telling a pear from an apple or an apple from a prune; and so it is 
with the public utility business. The best informed consumer of 
water service may know nothing about the organization, the lines 
of authority, or the difficulty the utility has in conducting the sale 
of its securities, but even the most ingnorant consumer is a judge of 
whether or not the water is potable or whether he has to carry the 
water up to the second floor because the pressure is not adequate. 

In considering water service we are very likely to consider — both 
from the public point of view and from the point of view of the con- 
sumer — that the service is good if the continutiy is perfect or if the 
quality is good and if the pressure is good. If we can use the water 
and if the water is there whenever we want it to use, we ordinarily 
say the service is good. But if you are left covered with soap under a 
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•shower bath because the pressure became inadequate at that moment, 
or if you hav6 to cany water upstairs to flush the toilet, the chances 
are your judgment of the quality of service of that utility will depend 
on the condition of your kidneys or some other part of your anatomy. 

The handling of complaints undoubtedly moulds the public opinion. 
It is a matter of experience that in a good many localities, where the 
service, from the standpoint of perfection and as determined by stand- 
ards that were established by the public utilities conmiission, is unde- 
niably poor yet the citizens in that city or community will state that 
they have the best service' in the state. That reflects the attitude of 
the public. It is friendly or unfriendly, depending largely on the 
success that the company has in satisfactorily disposing of its com- 
plaints. 

The sign, "Postively no Admittance," that was mentioned here 
in connection with plants, generating stations, and so forth, is posted 
in spirit in a good many public utility oSices, and the result is that 
the consumer, if he questions his bill or makes a conscientious effort 
to learn anything about the utility, is so discouraged by the utility 
representative with whom he speaks, that he is sorry he ever ap- 
proached the subject; and to that extent the utility has hurt itself. 
More than one municipal plant in this state can be traced to the fact 
that the former company did not satisfactorily dispose of its com- 
plaints and did not properly encourage the public to come in and 
£nd out about the company's business and learn the operating prob- 
lems of finance that the utility was confronted with. Many towns 
in this state have agitated municipal plants because of that fact, 
although the service in a good many of them was far above the stand- 
ard in many other communities where the consumers said, "We have 
the best service in the state." 

Through the handling of complaints the utilities have their only 
opportunity of meeting the public in a good many instances, and the 
consumer has his only opportunity of coming in contact with the 
company. A little better insight into the company's business, as 
explained here, and considerably better care on the part of the utility 
to give the consumer the information he is after would undoubtedly go 
a long way towards making better relations with the public and more 
friendly relations between the city and the municipality, and the agi- 
tations against rates which we find in certain localities now would 
not exist. To talk to the consumer about some of the subjects that 
have been discussed here — the hydrogen ion or the franchise require- 
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ments or a discussion of straight line depreciation would mean nothing 
to him. He wouldn't know whether one were talking about some 
sort of a disease or a new kind of a soap; but he knows whether the 
service is satisfactory and he knows whether or not that represen- 
tative of the public utility he has seen has given him a courteous 
reply to his question and to his inquiry. That may be the only 
experience the consumer has had in dealing with that utility. To him 
it is an individual case; to him it merits individual attention. The 
complaint man has received a dozen such complaints on the same 
day and it means nothing unusual to him. He has heard a good many 
just like it; he is tired of answering those inquiries. To him it is 
just as it would be to us in our local community to be continuously 
harassed with the question: "Where is this building?" or "Where is 
that building. " It is none of our business and we are not disposed 
to make it our business. 

The representative of the utility ought to make it his business 
and he ought to be a man especially adapted to that work. It need 
not stop with the representative who handles complaints. An 
invitation to go to a man a little higher up or " Come in and see the 
manager, " has ever created an impression on the public which makes 
it easier for the utility to develop the relation that is desired. The 
consumer is very likely to be indignant and aggravated when he 
presents his problem, and that is unfortunate. It is all the more 
reason, however, why it is an intricate problem for the company to 
contend against and all the more reason why the company should 
put forth a special effort to meet it. 

The unsatisfactory relation between the consumer and the public 
is often a matter of misunderstanding. It is like the case of the 
American boy visiting in the English family. The English boy at 
the table asked his father to pass the 'am. The father said, "That 
is not 'am; it is 'am." The mother kicked the American boy on the 
shin and whispered: "They are both trying to say 'am." It was a 
misunderstanding, but each thought he or she was right. 

There is a limit to which any complaint man or a representative 
can go. We do not respect any man who allows himself, in the slang 
expression, to be entirely "walked over." but we do believe that a 
great deal more forbearance on the part of the company and its 
representatives would go far toward making the problem easier. 

There is another question which is troubling utility commissions 
and companies alike. It is the matter of main extensions. There 
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are factors entering into the extensions of water mains that do not 
enter into the extension of electric and gas service, namely, municipal 
regulations covering these matters. Water companies are limited, 
in a sense, in the kind of a main they may install, or when and where 
they wish to install it, depending on whether or not the city agrees 
to pay the fire hydrant rental. But making provision for the fact 
that they are bound in a way by the municipal ordinances or fran- 
chises, the matter should be given consideration in order that the 
utility commission may know the attitude of the utilities toward the 
subject. There is the question, naturally, of extending temporary 
mains, which might be small wrought iron pipes, and there is also to 
be considered the extension of the large mains for fire service purposes. 

J. W. McEvoy: a bill has been presented to the legislature of 
Iowa, with every assurance that it will be passed and enforced July 
1, covering the matter of extensions. The bill is drawn up to assess 
the abutting property, where the extension is made either by petition 
or by the abutters or where the water department or the city council, 
or whoever is in charge, deem it advisable to extend the main. In 
making assessments upon private property the amount shall be cal- 
culated upon the cost of laying a 6 inch pipe and where larger pipe 
is used the difference in cost between such larger pipe and the 6 inch 
pipe is borne by the water department. The 'assessments are to be 
made in the same manner that assessments are made for sewer or 
street purposes; with an extension to the main, allowing a fifty- 
foot lot for each connection, the entire cost shall be refunded to the 
abutter; that is, on a connection with a main and the installation 
of a meter, and he becoming a life consiuner, his entire assessment is 
refunded to him. 

The idea is this: There are a nimiber of people holding property 
on speculation, unimproved, in the outskirts; there will probably be 
a small number of petitioners who will build homes and make appli- 
cation for water and sewer. In order to give them water and sewer 
the company would be required to pass this unimproved property, 
which would not pay anything toward the improvement nor sign a 
petition agreeing to take water at any time. It would necessitate 
the water department or company bearing that expense. The idea 
is to make the man who would not do anything stand the burden of 
the cost of the improvement until either he or someone else purchases 
the property and makes a connection to the main. While such a 
law will make a little more work for the water department and the 
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city council, in making the a8ses.8ment and carrjring on the work, it 
will compel the abutter who refuses to connect to bear the cost of 
the improvement until such time as a connection is made. There 
is a provision that the property may be sold for non-payment for 
the extension of a water main, just the same as for sewer or street 
improvements. 

Walter A. Shaw: While the Illinois laws do not permit all the 
things which the Iowa legislature is asked to authorize, yet it is pos- 
sible in Illinois to pay by special assessment for laying water mains 
and installing hydrants and valves. In a town buying water from 
Evanston, all money for the distribution system is raised in this way, 
because the system is regarded as an improvement. In Maywood, 
a well and pumping plant were paid for by a bond issue and the dis- 
tribution system by special assessment. Lake Forest has made 
arrangements to buy the local pumping plant with the proceeds 
of a bond issue and the distribution system by the sale of special 
assessment bonds. 

It is impossible to separate service and rates. Lawyers have 
argued that a utility commission should first give consideration 
to the adequacy of the rates. They claim that if the service is inade- 
quate the Commission should make it suitable by enforcement of 
penalties for violation of orders of the Commission. Perhaps this 
is correct from one point of view, but the distinction is one the people 
cannot appreciate. The first thing in the public's mind is the service 
and the treatment it receives. If the service is imsatisfactory and 
the treatnient poor, the public becomes resentful. Under our form 
of government it is impossible to enforce for long a law obnoxious 
to the majority of the people. Therefore the utility company and 
the utility commission have two great, closely correlated fields to 
cover, service and rates. If the people have the service they wish, 
then they will agree to pay reasonable rates for it if the full justifi- 
cation for the rates is presented to them. If they do not get the 
service they desire, there will be public dissatisfaction with any rates. 

Dow R. GwEVN : The financing of water-main extensions is a pretty 
big question, particularly with a private company in a city where the 
local officials are inclined to order extensions without much consid- 
eration of their cost. It should not be forgotten that if a company 
earns a reasonable return on its entire investment, as it is entitled 
to do, and some of the extensions it has been ordered to make are 
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unprofitable, then some of the burden of these unprofitable extensions 
must be carried by consumers to whom they are of no value, which 
is hardly fair. 

In a general way, it may be said that a company should not be 
required to make an extension unless it will serve a certain number 
of consumers. If there are about fourteen lots to a block, then there 
should be at least six connections, and the water main should not 
be laid until the plumbing fixtures are in the houses served by these 
connections. It is not fair to ask a water company to lay a water 
main in a street to help property owners sell their lots. A Terre 
Haute real estate agent has estimated that a water main in a street 
increased the value of a lot about $50, which is a very conservative 
estimate. The method of paying for water mains in large tracts 
which are being developed for residence purposes has been discussed 
often. The water mains must be laid to make such large real estate 
operations successful. The men who get the benefit of the exten- 
sions should pay for them. If the real estate operator is paid enough 
to give a reasonable return on the investment, plus depreciation, 
plus about 10 per cent of the cost for operating costs, or about 20 per 
cent in all, the water company would reimburse him, without inter- 
est, for the amoimt he had invested. Meanwhile he would have 
added the additional cost to the price of the lots, just as he added 
the cost of the street improvements and sidewalks, and if the 
operation was undertaken with good judgment he would eventually 
get his money back. In this connection, it may be added that the 
chief engineer of the Indiana Public Service Commission recently 
stated that he believed extensions should only be required when 
the returns will pay for the improvement in five years. 



